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COMMERCE AND ACCOUNTANCY (Paper 1)
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QUESTION PAPER SPECIFIC INSTRUCTIONS

Please read each of the following instructions carefully before attempting questions :

There are EIGHT questions divided in TWO SECTIONS and printed both in HINDI and in
ENGLISH.

Candidate has to attempt FIVE questions in all.

Question Nos. 1 and 5 are compulsory and out of the remaining, any THREE are to be
attempted choosing at least ONE question from each section.

The number of marks carried by a question/part is indicated against it.

Answers must be written in the medium authorized in the Admission Certificate which must be
stated clearly on the cover of this Question-cum-Answer (QCA) Booklet in the space provided.
No marks will be given for answers written in a medium other than the authorized one.

Word limit in questions, wherever specified, should be adhered to.
Assume suitable data, if considered necessary, and indicate the same clearly.

Attempts of questions shall be counted in sequential order. Unless struck off, attempt of a
question shall be counted even if attempted partly. Any page or portion of the page left blank
in the Question-cum-Answer Booklet must be clearly struck off.
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1.(a)

1.(b)

1.(c)

1.(d)

1.(¢c)

2.(a)

Qus ‘A’ SECTION <A’
frafofea vt § ¥ wds =1 I w150 weat 3 @fm

Answer the following in about 150 words each :

UG o R g=rem forarsemat & Jerg & e fadew Hifg |

Distinguish between Net Profit and Cash from Operating Activities. 10
fer afwufmEt i wrm & fafte wes =0 € 7

What are the various components of cost of fixed assets ? 10
wr freem ofk wrm § @i F o fidga fif )

Distinguish between cost control and cost reduction. 10

e # T A s W s ok wiee (i w1 fuerr wen) & wefa s
WAL o avia Hiforg

State the provision of law relating to carry forward and set off of business loss. 10

e ot = orEr e AR W o dEr whes e it frglt w few
FN I faawm i )

Discuss the special points that an auditor would take into consideration while
auditing the accounts of a banking company. 10

g fafis 3 & g=tex sl fomn Rt 2,00,000 IR g 1 wfy Sk 10 =
yweara frafafya yw=f = fwar

IAGT & qHa —  F19f IR
A & G —  Fsyfg
(2, Wit & ¥%)
Ygedl WAT | — 3Ry I+
(sl & 3 Afey =E)
3ifem A W — F3ufd IR
(vest W ¥ 3 WA 9R)
fzgqaﬁaﬁrmmooéﬁuﬂ%%qaﬁms@ﬁﬁaﬂ?30aﬁﬂaﬁwmmﬁa
I |
YR e
(i) T e 38,000
(i) 9M@ET & % W smEfed —  1,60,000
(i) 3maeT & 1 ¥R smfew  — 2,000
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2.(b)

T41,000 F A% wagEH F g qmed Rewm (41,000 W F ot ww,
Rt =1 streiew 7@ gan) | @ @ @ T w Bl Rk 100 e ¥R Y iy
sfcwt B T @) T I B 15 TR H I W far T K 16 TaER R
A & 99y R R =i fw @ |

@ e ¢ T e S (e o) white afmg (Rem aviq %) |

Z Ltd issued a prospectus offering 2,00,000 equity shares of ¥10 each on the
following terms :

On application — %1 per share
On allotment —  ¥5 per share
(including premium of ¥2)

On first call — %3 per share
(3 months after allotment)

On final call — ¥ 3 per share

(3 months afier first call)

Application money was received for 3,27,000 shares on 23rd April and allotment
made on 30th April was as under :
Shares allotted

(i) Allotment in full — 38,000
(ii) Allotment of  of shares applied for —  1,60,000
(iii) Allotment of | of shares applied for — 2,000

Cash amounting to 41,000 (for 41,000 shares applied for upon which no allotment
was made) was returned to applicants forthwith. The amounts due were received on
due dates except with the final call on 100 shares. These shares were forfeited on
15th November and reissued to 4 on the 16th on payment of ¥9 per share.

You are required to give the necessary journal entries (without narratives). 20

¥ &t ffies s & S 1 ST ot @ | PR w9 R 1,00,000 T=E F
IO A 7 ffofaa amm arh 2

(%)

wgE gt — 594
TS 56 — 8@
e srEF sukea — 6 @@
fer Fram Iufea — 5

T H O A T2 R | R YN N ANR @ GlQ st § dr s f@R wRamn
Saiteaa & w=t o uog e feufa % ¥2 W & @ @ s |
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2.(c)

3.(a)

=1fey -
') waﬂmw%qm@ﬂamm%q ¥ w7y 6 oR @l S # | e
ey gl fafsea gl 2
(ii) wmgﬁ@gﬁmﬁﬁaﬁ?@ﬁmﬁlaﬁ ¥1,50,000 R o w &
wehat ®, o= Far fvl gwm 7

A B Ltd manufactures auto parts. The costs incurred for processing 1,00,000 units
of a component are as follows :
(R in lakhs)

Direct material — 5
Direct labour -— 8
Variable factory overhead — 6
Fixed factory overhead — 5

The purchase price of the component is ¥22. The fixed overhead would continue to
be incurred even if the component is bought from outside although there would be
a reduction of ¥2,00,000.
Required :
(i) Should the part be made or bought when the present facility released remains
idle in the event of purchase ? and

(ii) If the released capacity can be rented out to another company for
% 1,50,000, what would be the decision ? 15

Fgew @ wfei hifg | s framt % e frges e @@ Afede g
H HeATET Y B € 7

Define perquisite. How are rent free accommodation and medical facility valued
under income tax rules ? 15

Y¥ um € ¥ 9 e wwlawr €| 9 UE qwia So% R AWEE € |
qsm%ﬁmﬁamgm%z
wmfy (1)  wmfw (1)

4 ¥
aiffe wgfrifioa e —  1,20,000 1,15,000
aiffe Ifwa famman —  1,50,000 1,75,000
arfifes Aa forrar 1,00,000 1,65,000
fafor oof e H fafx — 3132009  31.3.2009
A & TR T TRE 9 - 12% 8%
e & SR dfiar Y A o fg,
forg @ =™ — — 55,000
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3.(b)

3.(c)

Y9 Rk wmfs 1w e o= fear R 1wl 1 @ oW oswn )y e wwefs
s <t s Frafor o % fog X

elle
() ¥ s vl # afrr wnfier e 5 fag gam 7 ek
(ii) F@ o FRo @ |

Y has two houses in Chennai. He has self-occupied both the houses. The particulars
of the houses are as follows :

House (I) House (IT)

3 54
Municipal value per year — 1,20,000 1,15,000
Fair rent per annum — 1,50,000 1,75,000
Standard rent per year — 1,00,000 1,65,000
Date of completion of construction — 31.3.2009 31.3.2009
Municipal taxes payable during the year — 12% 8%
Interest on amount borrowed for repair
of both the houses during the current year — Nil 55,000

Y has paid the municipal taxes for House II only. It is due for House I. Compute the
house property income of ¥ for the assessment year.

Advice :
(i) Which house should be opted by ¥ to be assessed as self-occupied ? and

(i) State the reasons for it. 20

I /ARATT (P/V) A9 & SOE a7 saehl et R a2
To-fase fagemw stz dt § ot s Suafian € 2
What do you mean by P/V ratio ? How is it computed ? What are its uses in BEP

analysis ? 15

YO AT T MR 999 &1 1 A0 § P W and gk #§ e
fre waR frefm e s 8, e fifg )

What is meant by normal wastage and abnormal wastage ? State how are they treated
in process costing. 15
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4 F9s fafis f 31.03.20x1 7% A g PefiReE 2

-3
2000 3Rt AR, WRy R T100  — 2,00,000
1000, 6% F9A, WAF T100 = 1,00,000
O FT T ST . 12,000
MIE IFER = 50,000
el aiweket - 2,00,000
are] wiEdfa = 65,000
Wt et & gefeaiea = 1,06,000
=] SRt w1 g — 48,000

freafafea o w oof wenfy w = 6 wiee o

() WA H TS5 v W Iv-Fpnfea R = R 90% IR} & Fdn (WR)
o |

(i) T qfE F FF I B TER 59,000 Rrr T ok T R o
320,000 F R IR (W I F F) s sefm A W

(iii) WFEI 3T T W ¥30,000 T A R TeAT ¢ P L A wiw a
q 4 s ) A e w=E wge fea o

(iv) T 9= v s fm o1 wog gem R T v, S w R
it & o snowt savaw seia (A wdY) wiifat daw w2

The following information relates to Cloud Ltd as on 31.03.20X1 :

7
2000 Equity shares of ¥100 each — 2,00,000
1000 6% Debentures of F100 each - 1,00,000
Interest on Debenture outstanding — 12,000
Trade Creditors — 50,000
Fixed Assets — 2,00,000
Current Assets = 65,000
Fixed Assets revalued at == 1,06,000
Current Assets revalued at = 48,000

The following scheme was duly agreed and approved by the court :
(i) The shares were sub-divided into shares of ¥5 each and 90 per cent of the
shares were surrendered.
(i) The total claims of debenture holders were reduced to ¥59,000 and in
consideration of this, they were also allotted shares (out of surrendered
shares) amounting to ¥20,000.
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4.(b)

4.(c)

5.(2)

5.(b)

5.(c)

5.(d)

5.(¢)

(iii) The creditors agreed to reduce their claims to 30,000, 3‘,; of which was
satisfied by issue of equity shares out of those surrendered.

(iv) The shares surrendered but not re-issued were cancelled.

You are required to draft the necessary journal entries for the reconstruction. 20

wanita frsaea & woa i weegt faftmt o q@g # fEee fifs

Briefly discuss the important methods of measuring divisional performance. ~ 15
Tawrsg @ =0 # ? o sfei 5 giiivea son fe @ @ Fem S A ¥
a5 R e 2

What is divisible profit ? How could an auditor ensure that the dividend is not paid
out of capital ? 15

«vs ‘B’ SECTION ‘B’
Frafafea uwt # ¥ uDe =1 I T 150 y=1 7 g
Answer the following in about 150 words cach :

ME T WR e WS WE HIY R 30 #iew & sia e fafas § aonw
Hifc somEfim SRt 8, o Hiftg |

Explain Gordon’s share valuation model and state in which case dividend policy is
irrelevant under this model. 10

wifgw fRw = e w9 & o defee-d sw)e (SweE) & fEe
g |

Discuss the Decision-Tree approach for evaluating risky investments. 10
Fadl R owg R feoer B Av d A S e § ok e

Out of cost of equity and cost of debt, which one is lower and why ? 10
TR feia Tl & west i wew # fEe fifvg |

Briefly explain the components of Indian financial system. 10
wafis IR # whontet F 9] === §i fiftmt F:@ sasg )

Enumerate the methods of issue of securities in the primary market. 10
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6.(a)

6.(b)

6.(c)

T SRaeT ¥ T A9T W9E 39 AR §

w Uhg ware ()

0 = () 1,00,000

1 = 40,000

2 = 50,000

3 — 40,000
ot AR 10% B |

T Rifse ;. () o T B sEfr (- difae)
(i) Yg FE T (AT Woie )
(i) Fe & ag w0 Aot i oEafy (heasfes -3 Ofug)
(iv) evrEar et (Wfeefafid 43w)

The expected cash flows of a project are as follows :

Year Cash flows (%)
0 — (-) 1,00,000

1 — 40,000

2 — 50,000

3 — 40,000

The cost of capital is 10 per cent.

Calculate : (i) Payback period
(ii) Net present value
(ii1) Discounted payback period
(iv) Profitability Index

R ok SR wied = SN WA qE, TR FaT ¥ Jas A9 A R e

¥ ST W@ o 8, oy hifsg |

Explain how with managerial intervention cash balance is maintained within

limits using Miller and Orr model.

frrafafea srqumat | wfenfm $ifsg @ s gam fifsg
(i) dReufaal | wiiwa (3R 3N ©)

(i) ffmte ot w sfiiwa (em ar & )

(i) D | wfaws (3R e 9)
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7.(2)

Define and compare the following ratios :
(1) Return on Assets (ROA)
(i) Return on Capital Employed (ROCE)
(tii) Return on Equity (ROE) 15

ﬁwr%r&gaaia@%aqﬁ%ﬁqﬂamnqé%ﬁr%wﬂmaﬁAakB%mﬁa
"WHTW
(i) WET S St Ty

(i) Frfm sas 6t am
(iii) 99 I 6wy

E 4
fashy 90,000
giEdf s 45,000

ufdfeafy 1 15,000
gfefeuafa o 20,000

e g @ -
FISET A 20,000
TIsHT B 10,000

Calculate degree of
(i) operating leverage
(i) financial leverage
(iif) combined leverage
from the following data under situations I and II and financial plans A and B.

L4
Sales 90,000
Variable cost 45,000
Fixed operating costs :
Situation [ 15,000
Situation 1T 20,000
Fixed financial costs :
Plan A 20,000
Plan B 10,000 20
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7.00) v fafies =R g smia S G a<E = fafine 1 awm afer & o8 W
R = @ 2 1 Praffee oy woere €
(Z°00000)
w fafies | o fafies
wud 40 20
R R f der (FmEt #) 5 4
bt /3 Fa 10 8
AT
() wa frfiee ok o fafies & S &1 a9 I |
(ii) m%ﬁﬁwa@%ﬁmﬁ'ﬁ%%ﬁqmﬁqmm
& | |
(i) Frem ¥ =g T ffies & I R & e |
X Ltd is contemplating taking over Y Ltd by issue of shares based on market price
of shares. The following data are available :
(¥°00000)
X Ltd Y L
PAT 40 20
No. of equity shares (in lakhs) 5 4
P/E ratio 10 8
Find :
(i) Market price of shares of X Ltd and Y Ltd
(ii) Number of shares to be issued by X Ltd for taking over Y Ltd
(iii) Number of equity shares of X Ltd after merger.
7.(c) Wwﬁﬁﬁrﬁ%%ﬁﬁtmmﬁ%ﬁﬁméﬁﬂ%maﬁﬂ%m
ffea 2 2
What are the powers vested with the SEBI to protect the interests of investors in the
stock market ? 15
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8.(a)

8.(b)

8.(c)

S SRR I WEH 1 30 A 1 IR weE =A@ 2 | T\ adam R
F TR TS0 WE B B B G wmE 10% R fesht @ afiedl s siqur
0-85 & |

AfTa U s@fy & FEEs 601%3‘&3?{%«&%3:{@%%33@3%@@
t T fooft 25 v sifte g ol | fooR & W @ o W wEE 1% ¥ w/R
2% B W@ |

JUR Fald sgm A AW W IS AR UWE @ I RO | aR R S0E R R
T 7 360 o7 W )

Zenith Corporation provides 30 days credit to its customers. Its present level of sales
is ¥50 lakhs. The firm’s cost of capital is 10 per cent and the ratio of variable costs
to sales is 0-85.

Zenith is considering extension of credit period to 60 days. Such an extension is

likely to push sales up by ¥5 lakhs. The bad debt proportion to sales would rise from
1 per cent to 2 per cent.

Evaluate impact of extension of credit period on profits. Ignore tax and assume
360 days a year. 20

Gl E=A & G SN A (AT ATRIGT TEW) Ase # T Fifw |

T o Hl A 15% § 9 w0 W I Y W ) T e % AR
ZEht ET il AN T OER W RO o ST 40% ¥ ?

Explain NOI (Net Operating Income) model of capital structure.

A firm’s cost of equity at zero leverage is 15 per cent. What would be its overall cost
of capital at 40 per cent leverage under NOI model ? i5

T frufor & smo = @ € 7 @uemd (e R @ R ¥ ogm
Wk wre fraRe il @ e fifg )

What do you mean by credit rating ? State the credit rating methodology followed
by CARE (Credit Analysis and Research) 15
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